DEPARTMENT OF THE ARMY
ASSISTANT CHIEF OF STAFF FOR INSTALLATION MANAGEMENT
600 ARMY PENTAGON
WASHINGTON, DC 20310-0600

REPLY TO
ATTENTION OF

DAIM-FD AUG 2 8 2001

MEMORANDUM FOR SEE DISTRIBUTION

SUBJECT: Implementing Instructions for Recording/Reporting Construction-In-Progress (CIP)
of In-House Capital Improvement Projects

1. References:
a. AR 405-45, Real Property Inventory Management, 30 Jun 00.

b. DA Pam 405-45, Real Property Inventory Management, published 15 Sep 00.

2. The purpose of this memorandum is to provide implementing instructions (enclosed)
for the financial reporting of CIP costs associated with in-house capital improvement projects.
These instructions will be added to DA Pam 405-45 when updated.

3. The Chief Financial Officers Act (CFOA) requires that the value of CIP for capital
improvement projects be reported on the Army’s annual financial statements. The USACE has
been doing this for MCA level projects but installations have not satisfactorily met this
requirement for their in-house projects. References la. and 1b. established the Army policy
requiring installations to report in-house CIP costs for capital improvement projects. Although
the policy was established and disseminated, reporting of in-house CIP by installations for FY99
and FY00 was poorly represented and was not auditable.

4. These procedures are effective immediately and should be disseminated to your Engineering
and Resource Management activities.

5. Point of Contact for this action is Mr. David Purcell, DAIM-FDF-M, (703) 428-7613,
David.Purcell@hgda.army.mil.

6. Quality Facilities for Quality Soldiers!

UR,

A,
Encl R. L. VAN ANTWE
as Major General, U.S. Army

Assistant Chief of Staff
for Installation Management

Printed on @ Recycled Paper
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Instructions For The Use Of The

In-House Construction In Progress (CIP) Spreadsheet

Heading Enter current Quarter & Fiscal Year
Column (See A - N below)
(A) DO NUM Task / Delivery Order Number
(B) PROJECT # Enter Project number
©) TITLE Enter Title of the project
(D) TOTAL CONTRACT ($) Total cost of the Contract {Note 1}
(E) TOTAL CAP IMP ($) Amount of (D) that the Project Manager determines to be Capital Improvement ($100K or greater).
(F) PERCENT CAP IMP Percentage of total contract that is Capital Improverment ( E/F % ) {Note 2}
(G) CONTRACT PAYMENT THIS QTR ($) Sum of payments in current quarter towards total contract
(H) CAP IMP PAYMENT THIS QTR ($) Sum of payments in current quarter towards Capital Improvement {Note 3}
0) TOTAL CONTRACT PAYMENT AS OF LAST QTR ($) |Total payments on the contract as of the end of last quarter
) TOTAL CAP IMP PAYMENT AS OF LAST QTR ($) Total payments towards Capital Improvement as of the end of last quarter {Note 4}
(K) TOTAL CONTRACT PAYMENTS TO DATE ($) Sum of all payments on total Contract (including current quarter)
(L) TOTAL CAP IMP PAYMENTS TO DATE ($) Sum of all payments towards Capital Improvement (including current quarter) {Note 5}
M) DD1354 COMPLETE 2 Yes / No - If Yes, move project to "Projects closed out last quarter" and ensure amount is added to Real
Property Inventory
(N) POC Self-explanatory
(®)) REMARKS (i.e., project delay, awaiting material, other information of use to Project Manager)
Note 1: Column (D) - This entry recognizes that a single contract may contain both Maintenance & Repair aspects (not capitalized) as well as Capital Improvements.
However, if the project is all Capital Improvement, then there is no need to calculate percentage nor enter amounts in Columns (G), (1), &(K)
Note 2: Column (F) - Percentage based on actual portion of the total contract that is a Capital Improvement (i.e. meets or exceeds $100K threshhold);
used to calculate payments towards Capital Improvements if actual payments can not be determined directly. If available, use actual
payments in lieu of calculated payments
Note 3: Column (H) - Payments in current quarter towards Capital Improvements determined directly if possible or by applying percentage in
Column (F) to amount in Column (G) - "CONTRACT PAYMENT THIS QTR ($)"
Note 4: Column (J) - Sum of payments, as of the end of last quarter, towards Capital Improvements determined directly if possible or by applying
percentage in Column (F) to amount in Column (1) - "TOTAL CONTRACT PAYMENT AS OF LAST QTR ($)"
Note 5:  Column (L) - Sum of all payments towards Capital Improvements determined directly if possible or by applying percentage in Column (F) to

amount in Column (K)- "TOTAL CONTRACT PAYMENTS TO DATE ($)"




DAIM-FDF-M 28 August 2001

SUBJECT: Implementing Instructions For Recording/Reporting Construction In Progress (CIP)
for In-House Capital Improvement Projects

1. Applicability: Theseinstructions are applicable to the Active Army, the Army National
Guard, and US Army Reserves.

2. Background:

a. The Chief Financia Officers Act (CFOA) requires that the value of Construction-In-
Progress (CIP) for capital improvement projects that exceed $100,000 be reported on the Army’s
annual financial statements. The USACE has been doing thisfor MCA level projects. However,
installations have not satisfactorily met this requirement for their in-house, capital improvement
projects.

b. The requirement was established as Army policy in the revised AR 405-45, Real Property
Inventory Management, published 30 Jun 00 with additional guidance provided in the new DA
Pam 405-45, Real Property Inventory Management, published 15 Sep 00. Although the
policy/guidance was established and disseminated, reporting of in-house CIP for FY99 and FY 00
was poorly represented and was not auditable. Therefore, these supplemental instructions are
forwarded to provide a detailed method for the recording and reporting of CIP. These
instructions will be added to DA Pam 405-45 when updated.

3. Definitions:
a. In-house project: project initiated and paid for by the installation that meets the

$100,000 threshold (includes all means of accomplishment such as in-house workforce,
commercia contract, troop construction, U. S. Army Corps of Engineers (USACE)).

b. Capital Improvement:

(1) Examplesof capital improvements include:

(&) Making an improvement to an existing facility which materially increases it
size, efficiency, or useful life.

(b) A project executed to improve or expand the efficiency of an asset that was
otherwise in good working order.

(2) Examples of projectsthat are not considered a capital improvement:
(&) Replacement in kind of any component of an item of real property, (e.g., roof,

floor, utility lines) when the component has failed, isin the incipient stages of failing or isno
longer performing the functions for which it was designated;

Encl



(b) Internal reconfiguration of abuilding, i.e., moving of partitions or equipment.

(c) Making an addition, alteration, improvement, rehabilitation, or replacement of
fixed assets when they do not materially increase the capacity or operating efficiency of an asset

4. Instructions (Active Army and US Army Reserves):

a. Ongoing expenses will be captured and reported as CIP for each capital improvement
project that meets the $100,000 threshold. These expenses include in-house direct labor, indirect
labor, overhead, equipment, materials, engineering design, supervision and inspection. For
contracted projects, include all progress payments made on all ongoing minor construction
projects. For troop construction projects, the project cost is the total funded (i.e., materials,
TDY, equipment rentals, etc.).

b. Itistheresponsibility of the DPW to ensure that CIP isreported for all installation
projects. This responsibility includes projects accomplished by tenant organizations (e.g., certain
Defense Agencies and Working Capital Fund activities) and those accomplished in accordance
with the preponderance of use guidance found in the DoDFMR Voal. 4, Chapter 6, Para.
060105.B (http://www.dtic.mil/comptroller/fmr/04/04 06.pdf). The service support agreements
between the installation and these tenants must specify responsibilities for CIP reporting.
Similarly, procedures must exist to ensure that no duplication of CIP reporting occurs for
projects accomplished for the installation by USACE. For construction approval and
accountability procedures regarding tenant construction activities, refer to AR/DA Pam 405-45
and AR 210-20, Master Planning for Army Installations.

c. CIPtracking isthe responsibility of the project manager. The project manager controls
the flow of all documentation (and payments) until completion of the project. It isthe project
manager’ s responsibility to provide pertinent CIP information to the DPW Business
Management Office for reporting to the Office of the Director of Resource Management (DRM)
in atimely manner. The project manager will keep track of costs, to date, by project. Once the
quarterly CIP report is provided to the DRM , the DPW Business Management Officeis
responsible for ensuring that a detailed quarterly recording process/audit trail, along with
supporting project folders/payments vouchers are maintained in order to document the figures
provided in the report. This audit trail will be maintained for aperiod of three (3) years. A
sample spreadsheet that is being used successfully at some installations for the audit trail and
manual recording of CIP is provided for your use (Appendix A). This spreadsheet or alocally
devel oped method will be used by each installation DPW Business Management Office/project
manager. (Upon request, an electronic copy of the spreadsheet is available from the OACSM
POC).

d. Onaquarterly basis the end-of-period CIP amount will be reported by the DPW Business
Management Office by memorandum to the DRM (negative reports are required). Thereport is
to be effective as of the last business day of each quarter and is due to the DRM immediately
following the end of each quarter. The report will consist of only the total balance of all
ongoing, in-house construction projects to date, not each project. Once received, a managerial


http://www.dtic.mil/comptroller/fmr/04/04_06.pdf

accountant in DRM will establish ajournal voucher for the CIP and submitsit to their servicing
Defense Finance and Accounting Service (DFAS) Accounting Activity for processing. The
journal voucher will include the appropriation (e.g., Military Construction (21 FY 2050), or
Operation and Maintenance (21 FY 2020), Operating Agency (OA XX), Allotment Serial
Number (4 positions), and Fiscal Station Number (5 positions). The end-of-period CIP dollar
balance in most cases will be adebit to Account 1720, Construction in Progress, and a credit to
Account 3100, Unexpended Appropriations. Other circumstances may warrant the use of other
accounts as described in the DoD Financial Management Regulation, Volume 4, Chapter 6.
The DFAS Accounting Activity records the end-of-period CIP balance in the field-level general
ledger accounting system which in-turn updates the Department of Army General Ledger
maintained by DFAS-Indianapolis.

e. Recording costs for each project isrequired until a project is completed. As each
individual project iscompleted, it is up to the DPW Business Management Office to subtract the
completed project from the total CIP balance before the quarterly submission to the DRM.

f.  Upon completion of the in-house project, the project manager prepares and submits a
completed DD 1354 to the Real Property Accountable Officer within seven (7) days of the
project completion and drops the project from the CIP status report. The final amount of CIP for
the completed project will match the costs entered on the DD 1354. The Real Property
Accountable Officer isthen responsible for timely and accurate posting of the DD 1354 datato
the Real Property Inventory of IFS. The data flow chart is provided to assist in tracking the
whole process (Appendix B).

5. Instructions (Army National Guard (ARNG)):

a. Onaquarterly basis, CIP end-of-period dollar balances will come from the PRIDE
project management module by running areport using the following parameters:

(1) The module will pull al of the projects that are coded as new construction or
capital improvements which arein the status of Online or In Progress.

(2) Themodule will look at that list to seeif the facility to which it is assigned has a
Federal ownership code. It will take the projects that meet all of those parameters and will add
al of the fields that are capturing Federal expended dollars for Design, SIOH, and construction.
Thiswill produce Construction In Progress for all MILCON and O&M dollars.

b. For financia reporting, the ARNG will forward the CIP information to the US Property
& Fiscal Office (USPFO) accounting office so that the accounting office can make note of the
asset balance for CIP and any changes in the status of the accounts.

(1) The USPFOswill then prepare ajourna voucher to record the CIP. The journal
voucher will include the appropriation (e.g., Construction (21 FY 2085), Operation and
Maintenance (21 FY 2065), Operating Agency (OA 18), Allotment Serial Number (4 positions),
and Fiscal Station Number (5 positions). The end-of-period CIP dollar balance in most cases will
be a debit to Account 1720, Construction in Progress, and a credit to Account 3100, Unexpended



Appropriations. Other circumstances may warrant the use of other accounts as described in the
DoD Financial Management Regulation, Volume 4, Chapter 6.

(2) The USPFOswill forward the journal voucher to DFAS Indianapolis, Directorate
for Corporate Operations, ATTN: DFAS-IN-IHCCC, 8899 East 56th Street, Indianapolis, IN
46249-1325. Thejourna vouchers are dueto DFAS NLT four workdays following the end of
the quarter (Dec, Mar, Jun, Sep).



DATA FLOW FOR TRACKING CONSTRUCTION-IN-PROGRESS FOR CAPITAL IMPROVEMENTS
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